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Fred Klass
Chief Operating Officer ) R anea
California Department of Finance NGOV § o 2009

915 L Street
Sacramento, CA 95814-3706

Dear Mr. Klass:

By letter dated September 2, 2009, your office transmitted an amendment to the
pending Statewide Cost Allocation Plan (SWCAP) for fiscal year ending (FYE)

June 30, 2010 to include charges for administrative costs under the American Recovery
and Reinvestment Act (ARRA). These costs are recouped as allocated services under
Section | of the SWCAP Agreement.

Based on our review of your amendment and the subsequent documentation provided
on September 11, 2009, October 7, 2009, and October 30, 2009, approval is granted to
charge the estimated ARRA administrative costs for the period beginning

February 17, 2009 through June 30, 2011, in the current fiscal year ending

June 30, 2010, as set forth in Attachment 1. State departments may also elect to
charge the costs in each fiscal year incurred, as shown in Attachments 2-4. The
amendment is approved except for the proposed carry-forward methodology (see
Paragraph A, below). Upon our completion of the SWCAP review for FYE

June 30, 2010, these costs will be included in the formal Agreement.

The State may charge the costs for multiple years in the current year based upon Office
of Management and Budget's (OMB’s) October 13, 2009 Memorandum M-10-03.
However, there is a concern that there will be significant variances between the
estimated costs and the actual allowable costs when the period ends on June 30, 2011.
Therefore, the State agrees to include the actual ARRA administrative costs by central
service for FYEs June 30, 2009, June 30, 2010, and June 30, 2011 as part of its
respective SWCAP submissions. If there are material variances between the estimated
and actual costs, we will determine if adjustments will be required at that time.

The allocations and billings for the services covered by this Agreement are subject to
the following conditions:

A. Carry-Forward Methodology: The proposed carry-forward methodology was not in
accordance with 2 CFR Part 225 (OMB Circular A-87), which requires that the fixed
amounts be adjusted to actual costs in a future year. The allocation percentages must
be adjusted to actual recorded amounts in the future submissions of FYEs

June 30, 2009, June 30, 2010, and June 30, 2011.
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B. Limitations: (1) Charges resulting from this Agreement are subject to any statutory
or administrative limitations and apply to a given grant, contract or other agreement only
to the extent that funds are available. (2) Such charges represent costs incurred by the
State which are legal obligations of the State and are allowable under 2 CFR Part 225
(OMB Circular A-87). (3) The same costs that are treated as indirect costs are not
claimed as direct costs. (4) Similar types of costs are accorded consistent accounting
treatment. (5) The information provided by the State which was used to establish this
agreement is not later found to be materially incomplete or inaccurate.

C. Accounting Changes: This Agreement is based on the accounting system
purported by the state to be in effect during the agreement period. Changes to the
methods of accounting for costs which affect the amount of reimbursement resulting
from the use of this Agreement require prior approval of the authorized representative of
the Cognizant Agency. Such changes include, but are not limited to, changes in the
charging of cost from an allocated cost to a billed cost. Failure to obtain approval may
result in cost disallowances.

D. Fixed Amounts: The fixed costs approved in the Attachments are based on an
estimate of the costs for the period February 17, 2009 through June 30, 2011. When
the actual costs for this period are determined, adjustments will be made to the amounts
of a future year to compensate for the difference between the costs used to establish
the fixed amounts and actual costs.

E. Use by Other Federal Agencies: This Agreement was executed in accordance with
the authority in 2 CFR Part 225 (OMB Circular A-87), and should be applied to grants,
contracts and other agreements covered by that Circular, subject to any limitations in
Paragraph B above. The State may provide copies of the Agreement to other Federal
Agencies to give them early notification of this Agreement.
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Please acknowledge your concurrence with the comments and conditions cited by
signing this letter in the space provided below and return a copy to this office. If you
have any questions, please contact Janet Turner of my staff at (415) 437-7859.

Sincerely,

Yol

Wallace Chan

Director
Attachments
cc: Kevin Fujitani, CA DOF
Concurrence:
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